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2DEFENSE, DEPARTMENT OF
Contractor certification of inventory accounting systems is not required by a
proposed rule issued by DOD which would add a new Subpart 245.72, Contractor 
Material Management and Accounting Systems (MMAS), to the DOD Federal Acquisition 
Regulation (FAR) Supplement (see the 10/28/88 Fed. Reg., pp. 43738-41). The DOD 
said, "In the course of developing the proposed rule, the DAR Council carefully 
considered the question of contractor certification of inventory accounting 
systems. Recent controls and in-depth review procedures have been initiated 
regarding contractor estimating systems in addition to the procedures contained in 
this proposed rule regarding contractor material management and accounting 
systems. These new procedures, combined with (1) the Government's long-standing 
remedies under the cost accounting standards clause, and the progress payments 
clause, and (2) the existing certifications regarding current cost or pricing 
data, overhead charges, and cost vouchers/progress payment requests, provide 
adequate protection for the Government’s interest such that further certification 
is not required." The proposal was issued to comply with P.L. 100-456 which 
requires the Secretary of Defense to prescribe regulations containing standards 
for inventory accounting systems within 30 days and appropriate certification and 
enforcement requirements within 180 days of the law's enactment. The 10 standards 
for MMASs included in the proposal are based on guidance issued previously by DOD. 
The 10 criteria are as follows: 1) Have an adequate system description including 
policies, procedures, and operating instructions complaint with the FAR and DFARS; 
2)Assure that costs of purchased and fabricated material charged or allocated to a 
contract are based on valid time-phased requirements as impacted by 
minimum/economic order quantity restrictions; 3) Provide a mechanism to identify, 
report, and resolve system control weaknesses and manual overrides; 4) Provide 
audit trails and maintain records necessary to evaluate system logic and to verify 
through transaction testing that the system is operating as desired; 5) Establish 
and maintain adequate levels of record accuracy, and include reconciliation of 
recorded inventory quantities to physical inventory by part number on a periodic 
basis; 6) Provide details description(s) of circumstances which will result in 
manual or system generated transfers of parts. 7) Maintain a consistent, 
equitable, and unbiased logic for costing of material transactions; 8) Where 
allocations from common inventory accounts are used, have controls in addition to 
the requirements of standards in (2) and (7) above to ensure that: (i) 
Reallocations and any credit due are processed no less frequently than the routine 
billing cycle; (ii) Inventories retained for requirements which are not under 
contract are not allocated to contracts; (iii) Algorithms are maintained based on 
valid and current data; 9) Notwithstanding FAR 45.505-3(f)(2)(ii), have adequate 
controls to ensure that physically commingled inventories that may include 
materials charged or allocated to fixed price, cost reimbursement, and commercial 
contracts do not compromise requirements of any of the above standards; and 10) Be 
subjected to periodic internal audits to ensure compliance with established 
policies and procedures. Comments on the proposed rule must be submitted on or 
before 12/27/88. For further information after reading the proposed rule, contact 
Cdr. Benjamin R. Sellers at DOD at 202/695-7197.
FARM CREDIT ADMINISTRATION
Receiverships and conservatorships that relate to the sale and transfer of loans of
a n  i n s t i t u t i o n  i n  r e c e i v e r s h i p  and  t h e  d e f i n i t i o n  o f  i n s o l v e n c y  a r e  t h e  s u b j e c t  o f  
a  p r o p o s e d  r u l e  i s s u e d  b y  t h e  FCA ( s e e  t h e  1 0 / 3 1 / 8 8  F e d . R eg . . p p . 4 3 8 9 7 - 9 8 ) .  
P r o p o s e d  i s  t h e  d e l e t i o n  o f  s e c t i o n  6 1 1 .1 1 6 5  w h ic h  p r o v id e s  d i r e c t i o n  t o  th e
3receiver of an association in selling loans. The FCA stated that the "general 
authority of the receiver to sell assets of an association is already stated in 
existing section 611.1161(1)." Insolvency is proposed to be defined as "the point 
at which FCA has confirmed that the institution's permanent capital as defined in 
section 4.3A(a)(l) of the Farm Credit Act of 1971 has been exhausted or reasonable 
cause exists to believe that permanent capital is about to be exhausted." The FCA 
said this definitional change for insolvency would "also permit FCA to confirm 
insolvency through means other than examination." Comments on the proposed rule 
must be received by 11/21/88 and should be submitted to Anne E. Dewey, General 
Counsel, Farm Credit Administration, 1501 Farm Credit Drive, McLean, VA 22102- 
5090. For further information after reading the proposed rule, contact Eldon 
Stoehr at the FCA at 703/883-4251.
GENERAL ACCOUNTING OFFICE
Bureau of Census data show a 96 percent compliance rate for the 13.181 governments
estimated to have received at least $100.000 in direct Federal cash assistance.
according to a report issued by the GAO (GAO/AFMD-88-60). The GAO report on the 
implementation of the Single Audit Act of 1984 was prepared at the request of 
House Government Operations Chairman Jack Brooks (D-TX). The GAO notes that the 
Census Bureau data is the best available, but it understates the number of 
governments subject to single audit "because noncash Federal financial assistance 
and assistance received indirectly through other governments" were not taken into 
consideration. The GAO will address problems in implementing the Single Audit 
Act, as well as the quality and usefulness of single audits conducted, in a 
future report. The report is available by writing the GAO at P.O . Box 6015, 
Gaithersburg, MD 20877 or by calling 202/275-6241.
TREASURY, DEPARTMENT OF
The rights and responsibilities of all taxpayers in dealing with the IRS are outlined
in a new publication. "Your Rights as a Taxpayer." which is available from the 
IRS. Also referred to as Publication 1, the new publication provides in simple 
language an overview of taxpayers' rights. In announcing Publication 1, IRS 
Commissioner Lawrence B. Gibbs said, "It's important that we as tax administrators 
do all we can to make sure taxpayers understand their rights and responsibilities 
under the voluntary compliance system of taxation in this country." He added that 
the rights described in Publication 1 are not new, but rather "long-standing 
tenets of our tax administration system that are available to all taxpayers." 
According to the IRS, Publication 1 is one of several initiatives undertaken by 
the IRS to improve the quality of service to taxpayers. In developing the new 
publication, the IRS solicited comments from Congress, IRS executives, tax 
professionals and the public. Publication 1, which will be available at IRS 
offices and by mail, will also be included in most first notices to taxpayers 
involving a tax examination or collection matter. To order a copy of Publication 
1, please contact the IRS at 800/424-3676.
SPECIAL: CONGRESS FAILS TO CONSIDER RICO REFORM LEGISLATION BEFORE ADJOURNING
RICO reform legislation, supported by a business-labor coalition of which the AICPA
was an integral part, was never brought to the floor of either the Senate or House
of Representatives for a vote before the 100th Congress adjourned. However, the
4AICPA was successful in helping to secure widespread support for S . 1523 as 
reported by the Senate Judiciary Committee (see the 5/30/88 Wash. Rpt.) and in 
fending off efforts to weaken the legislation. An attempt to attach the RICO bill 
to the omnibus drug legislation in the closing hours of the session was 
unsuccessful because of controversy over the effective date provisions of S. 1523. 
The coalition that the AICPA first forged in 1985 plans to continue to work for 
the adoption of responsible RICO reform legislation in the next Congress.
SPECIAL: HOTEL SITE OF AICPA SEC CONFERENCE CHANGED
The location of the Sixteenth Annual National Conference on SEC Developments to be
held in Washington. D.C. has been changed from the Grand Hyatt to the Capitol
Hilton Hotel (see the 10/31/88 Wash. Rpt.). The conference dates (1/10-11/89) and 
the program remain the same. All reservations which have been made at the Grand 
Hyatt will automatically be transferred to the Capitol Hilton. The number of 
conference participants will be limited to 400. For further information, contact 
the AICPA Meetings Department at 212/575-6451.
For further information contact Shirley Twillman at 202/737-6600.
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